
SOCIAL INSURANCE 

CHAPTER I 

THE COMMON TT’ELFARE 

A MONG the many characteristics which foreign 
observers have ascribed to Americans are 

two about which there has been little difference of 
opinion. V’e are good-natured, and we are indi- 
vidualists. Sermons have been preached against 
our good nature, so I need not dwell upon it. Much 
more important is our individualism, - our absorp- 
tion in individual interests and our reluctance to 
undertake things in combination with our neighbors 
or through the government. That individualism 
is an American characteristic is proved by a number 
of familiar facts. Thus, the phrase, “social re- 
form,” which, in other countries, suggests compre- 
hensive plans of state action, is still usually 
associated in the United States with the welfare 
departments of private corporat.ions, privately 
endon-ed schools of philanthropy, or such splendid 
examples of private beneficence as the Russell Sage 
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Foundation. Again, the cooperative movement, 
which has made such signal progress in Europe, is 
in its infancy hem. Finally, socialism, the cstrcme 
antithesis of individualism, numbers fewer converts 
relatively to the population in the United States 
than in any other country of the Western World. 

Like every other national trait, this characteris- 
tic may be traced to definite causes in our history. 
If individualism is not the normal attribute of a new 
country,’ it is at least a natural consequence of the 
process by which this particular new country has 
grown up. The population of the United States is 
practically all of foreign origin. Generally speak- 
ing, only self-centered and self-reliant characters 
break the social bonds that hold them at home, 
leave neighbors and friends, and stake everything 
on the doubtful venture of emigrating to a new 
land. The twenty-seven odd million immigrants 
who have come to this country since it was dis- 
covered by Europeans have thus left a strong 
individualistic impress on their descendants. Rc- 
lated to this has been the diversity of our population 
elements. As sociologists express it, the “con- 

’ That individualism is not characteristic of all ncm coun- 
tries is clearly proved by the history of Australia and Kcw 
Zealand. 
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sciousness of kind” has been slow to dcvclop in our 
heterogeneous population. This has fostered iu- 
dividualism and slood in the wy OF colnbinc(l 
action. Thus our heredity gives us a strong in- 
dividualistic bias. Far from opposing this bias, 
the natural conditions which distinguish this 
country have tcndcd further to cmphasizc it. The 
variety and nbundancc of our rcsourccs have offcrcd 
unrivaled opportunities for individual achieve- 
ment. Dazzled by thcsc, WC have been absorbed in 
a mad struggle for individual success and blinded 
to our common interests. Nor is this all. 

As though it were not enough that heredity and 
environment combined to make us individualists, 
our forefathers wrote their individualistic creed 
into our federal and state constitutions. All these 
instruments give special sanctity to the rights to 
liberty and property. As interpreted by the courts, 
a significance has been given to these constitutional 
rights that has seemed at times to make a fetish of 
the merely formal freedom of the individual. Thus 
it is not too much to say that Americans are born 
individualists in a country peculiarly favorable to 
the realization of individual ambitions and under a 
legal system which discourages and opposes resort 
to any but individualistic remedies for social evils. 
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So long as this was a new country, with abun- 
cloncc of free land to attract and reward the ad- 
venturous pioneer, little fault was to be found with 
this national trait. To be self-centered and self- 
reliant, to bclicve that “that government is best 
which attempts least,” to identify freedom with 
immunity from state intcrfercncc, was safe and 
wliolcsonic for a nation of farmers. It fostered 
ambition, enterprise, and courage, and these were 
dcsirablc qualities. To them and to our wealth 
of natural resources we have owed our greatness as 
a people. To some cstent we are still a nation of 
farmers. For great sections of the country the 
simple formukz of individualism, quslified by a 
more aggressive conservation of natural resources 
and governmental rcgulntion of railroads and 
trusts, arc still true and wise. But every year 
these sections are growing less important, and the 
qualifications on the program of individualism that 
must be made to adapt it even to their needs, 
more numerous. 

It is the purpose of these lectures to insist that 
for other great sections of the country- tlic sections 
in which manufacturing and trade have become 
the dominant intcrcsts of the people, in which 
towns and cities have grown up, and in which the 
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wage earner is the typical American citizen-the 
simple creed of individualism is no longer adequate. 
For these sections we need not freedom from gov- 
ernmental intcrfcrcnce, but clear appreciation of 
the conditions that make for the common welfare, 
as contrasted with individual success, and an ag- 
gressive program of governmental control and 
regulation to maintain thcsc conditions. 

This view might be defended in general terms. 
I might trace the course of the industrial revolu- 
tion and show how, with the introduction and 
spread of capitalistic methods of production, the 
individual wage earner has become more and more 
helpless in his efforts to control the conditions of his 
employment. I might sketch the growth of cities, 
and point out how the welfare of city dwellers, 
their housing accommodations, the water and milk 
they drink, and the food they cat, arc determined 
for them rather than by them, and unless regu- 
lated by the common government will not be ade- 
quately regulated at all. But arguments in general 
terms are seldom convincing. What I intend to 
do rather is to indicate certain points at which 
the program of individualism seems to me conspic- 
uously inadequate and to out1ine.a program of social 
reform by which its deficiencies may be corrected. 
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To bring out some of the contrasts that I have 
in mind, let mc state as fairly as I may what the 
program of individualism intends for the wage 
earner. It looks upon our complcs modern {ncthod 
of production for sale in the general market as a 
great systcni of coiipcration. Employer, cnpital- 
ist, and wage carncr coijpcratc in preparing goods 
for sale. Buyers, who are other employers, capi- 
talists, and wage earners, coiipcrate by taking goods 
at the prices demanded and at the same time 
offering their goods for exchange in the common 
market. Competition, if free and unhampered, 
tends to adjust the terms on which workmen are 
hired, capital is borrowed, and goods arc sold, so 
that each is rated at the figure to which it is com- 
petitivcly cntitlcd. Under this arrangement, as 
individualists conceive of it, the employer nectis 
the workman as much as the workman needs the 
employer. Thcrc is competitive bidding on both 
sides. In times of abounding prosperity like the 
present thcrc are more jobs seeking men than 
men seeking jobs. Wages tend to rise. On the 
whole, abounding prosperity has been the rule in 
the United States. If wages have not risen as 
much as we could.wish, it is because immigration 
and the native growth of popuIation have re- 
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sponded so fully to cspanding industry. There is 
no inhcrcnt tendency in the compctitivc system to 
hold wage earners down, no “iron law of wages.” 
Wages arc determined by the relation between 
supply and demand. Espanding industry fur- 
nishes tlic dcn~~nd. II; rcsls wilh wage carncrs 
themselves to control the supply. Their well 
wishers do wrong to seek to interfere with the 
“natural laws of trade.” Their efforts should be 
directed rather to inducing wage earners to greater 
prudence in their marriage relations and more 
forethought in providing by saving for their future 
needs. By means of postponed marriages and 
smaller fumilics the supply of workers may be kept 
down so that wages will advance to cvcr higher 
levels. By means of saving, wage earners may 
make ever larger contributions to the capital of 
the community, which is one of the conditions 
creating the demand for labor. 

It is along these lines that individualists would 
direct the car of progress. And they see no reason 
for assigning any limit to the resulting improve- 
ment in the condition of the world’s workers. 
Wages may become higher and higher. Out of 
their larger earnings wage earners may save and 
contribute an ever Iarger proportion to the capital 
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of the community. If tlic corporate form of indus- 
trial organization continues to grow at the cspense 
of other forms, the time may come when the dis- 
tinction bctwcen wage carncrs and capitalists will 
cntircly disappear. 811 those engaged in gainful 
occupations may bc cmployccs of corporations. 
All may at the same time, either directly or 
through their savings funds, be stockholders in 
thcsc same corporations. Some thing like this is the 
millennium to which individualists look forward. 

As a picture of the future, this millennium com- 
pares favorably with olhcr forecasts. The fault 
that I have to find with it is not that it presents 
an impossible idcal, but that it ignores certain 
tendencies which, unless corrected, render its rcali- 
zation impossible. The tendencies I refer to may 
bc summed up in two statements. l?irst, there 
is little or no cvidcncc that wage earners are be- 
coming more provident in their habits. Second, 
their failure to make provision for the future is 
a cause serving constantly to recruit the mass of 
unorganized, unskilled workers whose lack of 
slandards and unregulated competition oppose the 
progress of n-age carncrs all along the line. 

Are the mass of wage earners becoming more 
provident and forethoughtful in their habits? My 
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contention is that they are not, and that changing 
industrial condifions are making saving more diffi- 
cult rather than easier. In the past it is clcnr that 
the principal motives to saving in the United States 
have been desire to own land, which has appealed 
to the agricultural population, and desire to own 
homes and the tools and implements of production, 
which has appealed to town dwellers. The desire 
to own land is still a strong incentive to saving 
in some sections of the country. Where land is 
abundant and cheap, the farm hand has constantly 
bcforc his mind the possibility of becoming a 
farmer. To attain this hc will make great sacrifices. 
Having acquired land, equally strong motives to 
further accumulation, to buy agricultural tools, 
stock, and ever more land, present themselves. 
Thus the wage earner is transformed into the 
capitalist. Tl lis process has been repeated over 
and over again in the United States, and wc have 
our 5,000,OOO or more independent farmers as a 
result. Unfortunately, the sections in which land 
is abundant and cheap are narrowing every year, 
and signs are not lacking that WC arc coming to 
have a permanent class of agricultural wage earners 
co&arable at many points with the wage earners 
in cities. 
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per cent of his families carried politics as high 
as $500. 

It is Icss easy to dctcrmine the amounts saved 
by wage carncrs through the savings banks. i\Irs. 
More reports that less than one fourth of her 
faniilics snvctl xn~tliirlg, wliiIc niorc than 011~’ 
fourth fcI1 lwl~ifd. -Uwut one half n-crcr just 
able to make both ends meet. Mr. Chapin found 
that about one third of his families reported savings, 
but it is significan1 that such saving was twice as 
common among the Jewish and Italian fumilics 
which hc studied as among the more completely 
assimilated Teutonic and American families. 

The impression convcycd by these special in- 
vestigations, that is, that saving through the in- 
dustrial insurance companies is chiefly for the 
purpose of meeting funeral expenses, and that 
saving through the savings banks is esccptionnl 
rather than the rule among ;\mcricnn n-age earners, 
is confirmed in a number of different n-a)-s. Settle- 
ment workers x-ho arc tr?ing to inculcate habits 
of thrift by running branches of the Penny Provi- 
dent Fund report that few depositors arc educated 
to the point of starting savings-bank accounts. 
Administrators of charitable r&f so&tics agree 
that wage-earning families whose savings are suffi- 
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cient to tide them over prolonged periods of un- 
employment arc quite exceptional. Finally, an 
observer of the habits and standards of wage 
earners with uncqualcd opportunities f& forming 
an opinion, J 1 0 in Rfitchcll, affirms that “the 
avcragc wage earner [of to-day] has made up his 
mind that hc must always remain a wage earner.” 

Industrial insurance companies and savings 
banks arc, of course, not the only agencies for 
caring for the savings of wngc earners. Tradc- 
union benefit funds, friendly and fraternal insur- 
ance socictics, and benefit dcpartmcnts of corpo- 
rations also draw together their accumulations. 
In the aggregate the savings made arc large, but 
the fact remains that the wage earners who save 
arc the exception rather than the rule. The great 
majority find their incomes all too small to meet 
their present needs and the needs of their families. 
The cost of living is a little more than they’ve got. 

The conscqucnce is that when really serious 
cmcrgencics come, few magc earners’ families arc 
prepared to meet them. If this resulted mercl? 
in unhappiness and suffering for the families af- 
fected, we might content ourselves with present 
methods of trying to r&we distress as it arises. 
Industrial accidents, illness, premature death, 
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unemployment, and old age, the most serious con- 
tingencies to which wage carncrs arc csposcd, 
would cscitc our pity but need not cscitc our alarm. 
But these evils do not confine thcmsclvcs t6 the 
families who suffer directly from them. It is 
through them - and this is my second point - 
that the army of unskilled and unorgnnizcd cnsunl 

labor is constantly rccruitcd. Horn this COI~CS 

about is only too familiar to workers among the 
poor. Consider first the consoqucnccs of fatal 
accidents. In the United States there are probably 
not less than 30,000 such accidents every year. 
Assuming that in one third of these cases either 
no family is left or adcquntc provision is made for 
the family, wc have 20,000 families reduced to 
destitution by such accidents. This does not mean 

/ 
I that that number of families arc rendered de- 
/ 

pcndcnt. Many of them, perhaps one half, fact 
the situation bravely. But more than courage is 
needed to enable a widow left without resources 
to bring up her children as they would have been 
brought up had the father lived. To assume that 
one half of those who avoid dependency do so 
without falling into a lower class in the industrial 
scale than that to which they wcrc born is to be 
highly optimistic. For the other half and for the 
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families that bccomc social dcpcndcnts, the father’s 
death is a calamity from which the family ncvcr 
entirely recovers. In consequence of these acci- 
dents some 15,000 widows and some 45;OOO chil- 
dren are added cvcry year to that group of unfor- 
tunates who arc forced by necessity to accustom 
thcmselvcs to a hand-to-mouth csis tcncc. This 
means competition for work in cmploymcnts where 
competition is kccncst and wages arc lowest. It 
means that the children grow up without any 
standard of living or training for earning a living. 

If, instead of resulting fatally, the accident mcrcl3 
incapacitates the wage earner for continuing Work 

in his trade, the consequences arc almost as bad. 
In this event he, too, may bc forced to seek work 
in those unskilled employments where earnings arc 
lowest. Sonic wage carncrs meet this situation 
with no loss in independence and self-respect. 
Many more sink under their misfortunes and in 
time adopt the standards -or lack of standards 
- of the casual laborers with whom they have to 
compctc. When we consider the large number of 
accidents that result in pcrmancnt disability, WC 
must recognize that the annual quota that they con- 
tribute to the army of the standardlcss lowest class, 
is as large, if not larger, than the quota due to fatal 
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accidents. In the aggregate, industrial accidents 
in the United States cause a lowering of stand- 
ards of living for probably not less than 100,000 
persons every year. 

Much more serious than accidents in its cEEcct 
on standards of living is illness. ii careful csti- 
mate indicates that in the Unitcd States not less 
than 3,000,OOO persons are seriously ill all the 
time. Of these 3,000,OOO persons about 000,000 
arc males fifteen years of age and over. M aliing 
the modcratc estimate that 500,000 of these arc 
wage earners with families, WC get some idea of the 
part that illness pla.ys in recruiting the army of the 
dishcartcncd and ineffective. If industrial accidents 
lower the standards of living of 100,000 persons 
in the United States every year, it is safe to say 
that illness depresses the lot of more than 200,000. 

It would be impossible to estimate even roughly 
the number that owe their prcscnce in the army of 
the standardless lowest class to unemployment and 
old age. That they run to the tens of thousands 
no one familiar with the facts will be apt to deny. 
In the aggrcgatc, I have no doubt that in the 
United States every year fully 600,000 persons 
have their chance of living independent and sclf- 
respecting lives lessened by the five great misfor- 
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tunes to which magc earners arc exposed, - acci- 
dents, illness, prcmaturc death, uncmploymcnt, 
and old age. 

These 500,000 persons, or many of them, arc 
the recruits that prevent the army of standardlcss 
workers from growing smaller in this land of op- 
portuuity. And the prcscncc of this army sccu~s 
to me to constitute an insurmountable obstacle 
to the realization of the individualist’s millennium. 
Skilled workers, by dcvcloping standards that 
they adhcrc to in good times and in bad and by 
organization, arc able to advance their wages. 
It is of them that we usually think when WC say 
that wages arc rising. Unskilled and unorganized 
workers show no such capacity. They arc at the 
mercy of the law of supply and demand. Wlen 
demand for labor is active, as at prcscnt, more of 
them find work, and their earnings arc higher than 
in periods of depression. But invctcratc habit 
leads them to cspand their espcncliturcs as their 
earnings increase. Tl icy always live from hand to 
mouth. From their ranks cmploycrs can always 
recruit their labor force when those a littlc higher up 
in the labor scale strike to improve their condition. 
Unemployment finds them without savings, and soon 
reduces them to the position of social dcpcndcnts. 
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It is these facts that SCCIII to me to make the 
program of individualism little beLtcr than a pro- 
gram of despair. By relying upon it WC have 
made little real progress toward cstcrminating 
poverty. So far as I can see, WC can hope by its 
means to malic littlc real progress in the future. 
If WC accept it, WC must cithcr blind our cycs to the 
facts about us, or clsc follow the early English 
economists in looking upon subsistcncc wages for 
the lo-west grade of laborers as a part of the order of 
nature, and finding our consolation in the increased 
number and the incrcascd comfort of the higher 
groups of wage earners and of the propertied class. 

I, for one, am unwilling to accept cithcr altcr- 
native. I believe that WC shall devise means for 
cstcrminat.ing poverty as WC have devised means 
for csterminating other evils. The failure of wage 
earners to provide, each for himself, against the 
contingencies that I have specified - accidents, 
illness, premature death, unemployment, and old 
age-is to my mind merely proof that collective 
remedies must be found and applied to these evils. 
The program of social reform, which is csplaincd in 
detail in the chapters which follow, deals mainly 
with these collective remedies. In brief outline, 
it consists in protecting wage-earning families 
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which have developed standards of living from los- 
ing them, and in helping wage-earning families 
without standards to gain them. The first end is 
to bc accomplisl~ccl by making obligatory’for wage 
earners csposcd to industrial accidents, illness, 
prcmnturc death, ~It~ctl~I)loy111ctlt, and old age, adc- 
quatc plans of insurance against thcsc evils. ‘I’l~c 
second, by withdrawing from competitive indus- 
tries the lowest grade of workers, the tramps and 
casuals, and giving them the benefit of industrial 
training in graded farm and industrial colonies, 
from which they shall be graduated only as they 
prove their ability to be indcpcndent and sclf-sup- 
porting. 

I can hardly ask you to accept this program until 
I have csplaincd and defcndcd it in detail. I do, 
however, ask you to approach it with open minds, 
and that you may do so I feel that I must here con- 
sider a general objection that is always urged against 
proposals of this kind. The mcrc suggestion that 
collective provision for future needs be substituted 
for individual provision seems to many thoughtful 
persons to be fraught with danger. Espericncc 
has taught them that in their efforts to improve 
the condition of the poor they must bc con- 
stantly on their guard against pauperizing those 
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they are trying to help. Giving people things that 
they ought to \vorl; to get is a form of charity that 
they justly regard with suspicion. To such persons 
the same reasons that have made “IIICIX r&4” 
a byword among intelligent social workers may 

seem to apply to I)lans for substituting collcctivu 
provision for Lhc future for iudiviclual Llirilt 31~1 
forcthouglit. Is it wise or safe, they ask, to aban- 
don present cfl’orts to induce wage carriers to pro- , 
vidc voluntarily for their futuk needs and to make 
such provision on their part obligatory? Will not 
this tend to make them even less provident and 
less independent than they now arc? The answer 
to these questions seems to me to turn upon the 
sort of future needs that it is proposed to provide 
against. If the need is one that the wage earner 
clearly foresees as certain to arise, then I should be 
the last person to wish to relieve him of responsibility 
for meeting it. If, for csamplc, mc were discussing 
means of helping wage earners to pay their rent, I 
should say the only safe means arc mcasurcs dc- 
signed to incrcasc their cncrgy, ambition, and 
efficiency. Only in cstrcme cases should a need 
of this sort be met by outsiclc help. But the future 
needs NC arc considering are not of this sort. 
Many wage earners go through life without being 
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the victims of industrial accidents, without serious 
illness, never lacking for work, and not living long 
enough to bccomc supcrannuatcd. Thcsc arc all 
risks to which wage earners arc csposcd, not ccr- 
tain IICC~S which they can clearly forcscc. The 
nvcragc wa.gc earner dots not bclicvc that hc will 
bc ovcrtakcn by any of tllcsc evils. Ik is :LII 

optimist. IIc believes in his luck. It is easy to 
make him xc that collcctivc provision for thcsc 
needs is desirable, because hc ktlows that others 
arc UIllUCliy. It is not easy to convince him that 
he personally should insure himself against them, 
because he thinks that hc personally is immune. 
For contingencies of this sort to which all arc 
liable, but which many cscapc, collcctivc provision 
SCCIUS to 111~ not only dcsirablc but necessary. So 
long as NC do not interfere with the individual’s 
personal rcsponsibili ty for meeting the needs which 
hc knows he will cspcricncc, - iicccls for foocl, 
clothing, shcltcr, etc., - lll~diiIlg collective pro- 
vision against the risks to which lie is csposcd 
should not unclcrmine at all his spirit of indcpcnd- 
cncc and self-help. On the contrary, by incrcas- 
ing his sense of security, such provision should 
strengthen the motives that hc has for saving. For 
it is not true that those who are most prone to save 
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for future needs are those whose needs are most 
urgent. N 0 c ass in the community is so improvi- 1 
dcut as vagr:~nLs who iicwr feel sure of Lo-morrow’s 
dinner. No class is more provident than the’self- 
made millionaires whose provision for future re- 
quirements already exceeds the dreams of avarice. 
As security of property is Lhc indispensable condi- 
tion to the accumulation of capital in a community, 
so, I bclicvc, security of income is indispensable to 
developing among wage earners the habit of look- 
ing ahead and making provision for those future 
needs that can certainly be foreseen. One justifi- 
cation of the program of social reform that I advo- 
cate is that it will foster providence and forethought 
by insuring wage earners against those interrup- 
tions to the steady flow of their incomes which nom 
so frequently occur. The program may go too 
far or it may not go far enough, but it certainly 
is not open to the objection which WC apply to 
indiscriminate relief. It still leaves the indi- 
vidual the arbiter of his own destiny in the all-im- 
portant business of earning a living. And it dots 
not supcrscdc but only supplcmcn ts those other 
efforts that we must continue to put forth to 
strengthen and elevate individual standards of 
living and standards of efficiency. 
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